
Government Making Seicnee
Tlie Handmaiden of Industry

fnvestigators Are Seekingr, to Learn New Secrets of
Efticient Production in Miniature Factories at
t!ie Honie of the Bureau of Standards

By Merryle Stanley Rukeyser

IN THE TEST tubes of industry
which are sizzling at Washing;
ton American business men may

perhaps find the key to the solution

of their most irritating technical

p:oblems. The government, bent on

facilitating commercial progress, has

consciously embarked on the experi¬
ment of bringing physics and chem-
istry to the directors of production.
The central laboratory of the na-

tion's business is to be the Bureau of
Standards of the Department of Com¬
merce, which is fast being equipped
with miniature mills of the basic na¬

tional industries. The aim of the new

ncy in this country is to give
men of business a more precise knowl¬
edge of and mnstery over the imme¬
diate facts of their own everyday
activity, Behind the physical devices
for research whu.-h have been built at

of $1,150,000, lies a dominant
purpose to smash the barriers between
the laboratory and the fact iry.

Mating Business ,

With Science
Out of the prospective romance of

business and science perhaps a new

type of industry may spring into be¬
ing. ln tlu- forty years before the
great matching of physical power aud
ideals on the battlefronts of Europe,
two widely divergent types of indus¬
trial development were exemplified by
the economic growth of Germany and
the United States, The Teutonic peo¬
ple, proverbially thorough in their
faulta notoriously so came to see the
unending contributions that science
could make to industry. The result of
their shrewd perception can be meas-

ured by their very striking industrial
growth, which the whole world recog-
nized, though disapproving ol the
purposes to which it was devoted.
Meantime, the United State- leaped

ahead largely by the sheer energy,
initiative aml inventive imagination of
it-* people. Picture what results might
flow from harnessing the creativity
and thoroughness of the scientific
im thod with the well-known business
genius of American producers.

Such a fortuitous cross fertilization
of business und science might possibly
shift the whole approach to the riddles
ef production. It might make new

horizons for men for businc
As long as American producers found

wealth so plenteous and virginal that
n crely scratching the surface of mate¬
rials yielded fabulous returns, the
need for more intensive methods of
production perhaps remaincd academic.
Moreover. in the days when supplying
home wants was the almost exclusive
job of the American producer tlie neces-
sity for analyzing industrial question?
into elemental physical problems did
not seem immediate.

A New Kind
Of Conservation

But now hat the a. ...- has left
America in the dynamic midst of the
whole world a fresh attitude toward
industry seems desirable. llumani-
tarian impulses may k< ep the United
States in the markets of the world
for many months during t'ae adjust¬
ment of all countries to a peace basis.
And trade ambitions very likely will
tend permanc-ntly to attract American
enterprises to foreign business, nowj
that the splendid isolation of the na-'
tion has been superseded by a newl
rolicy. Mcreover, with the population
at home revealing signs of perpetual

the value of conservation of
."es through mastery of their

scientific use becomes real.
Dr. Samuel W. Str*.tton, who se.ee

1901 has been director of the Bureau
f Standards, believes that the new

:nstrumer.ts of the bureau will serve
to make it a principal scientific contact
point between government and busi¬
ness. His long experience at Washing¬
ton has >asSUr<.ci him that business men
will come to the government with their
and unpractical.
torie--, which they regard as detached
"shy" ;,t going to university labora-
scientific troubles, whereas they often

ted aa his private office in the
centre of a cluster of eight buildings,which make the home of the bureau
resemblr. the campus of a university,Dr. Stratton, in his reserved way, ex-
Plained why he thought the pr.
psychological moment for infusing the
-cientitic spirit into the factories of
the cation.

To Keep Pace
With tho World
"The question of bringing science

to industry is now very much in the
air," the bureau chief. whose gbvern-
mer.t career remains uninterrupted a:-,

.1 control in Washington changes,taia. "Thc shortage of materials
brings it to the fore. Abnormal war
conditions made industry seek the help©''science n many diroc^ions, Where
. mbargoes nhut off essential raw mate-jiialn it was necessary to davelop sub-
.titotea. And, looking forward, future
compotition in foreign trade with other
great selhng nations makes ir incum-
bent upon American industry to do
everything possible in itpplysng science
to attain greater efficiency and better
quality of products."

This discussion led to an inquiry as
to how acicnce can xerve industry.

"Every industry," the doctor rejoined,"has itu troubles and iu patent medl-
erUfl remedUs, but industry i* fa«t
i^arning that the real remedjr for all
»ts mslsdjn«tm«nt« a- scientific work.
"SpecineaUy, a fartory makes a cer¬

tain product nnd finds by trial nnd
a-rror that it fail* to pcrform up to

oxpectations. Thc problem, therefore,
is. lirst. why the article is defective
and thi'ii how to improve its quality.
"Frequently, too, the development of

rew proce-sses of manufacture reaches'
the stage when novel materials are

required, sometimes for unprccedented
uses, New materials must continu-j
ously be developed lo meet fresh needs
and to act as substitutes for other
matter which is becoming scarce. ln-
cidentally, the Bureau of Standards is
frequently called upon to help at this
point."
The war clearly precipitated this

bur3t of oulhrusiasm ioi nringing sci-
enci to industry, but, of course, be-
ginnings were made before the great'
conflict. Many of the large industrial
corporations during the last decade
have built first-rate laboratories for
themselves. The Bureau of Standards]
was timidly and modestly making a

start before the war, but with the
emergency the testing of devices and
of standards of mcasurement, quality
und mechanical performance for the
zvar-making departments ot the govern¬
ment became a vital task. The per-!
sonnel and equipment ol the bureau]
grew bv leaps and bounds. ln addi¬
tion to its regular appropriations'
from Congress, the bureau got finan¬
cial aid from the President's special
fund, and the War and Navy depart-
men's contributed workers.
"After testing devices for the War'

and Navy departme/its," Dr. Stratton
explained, "they were turned over lo
industry for manufacture, and the data]
zve conipiled were made available to,
factories which received contracts to
make them. War, at bottom. is largo-
ly a scientific and engineering prob¬
lem. We hope to make permanent the
vibrant organization, which grew up
under the pressure of war. and render
to industry service oquivalent to that
which zve gave the departments of the
government during the conflict."

HiuHireds of
Infant Industries

The blockade ngainst the Central1
powers brought home vividly to Amer¬
ican industries how they had allowed
themselves to become dependent on

Germany for "key" products. Suddenly
the need to develop these materials
at home challenged the resourceful-
ness'of the American producer. Dur-i
ing the four and one-half years of the
war some -127 infant industries sprang
up in the United State-;. Many of thc
new kii.ds of activity came into being
as the resuit of scientific research.
The Bureau of Standards, in coopera¬
tion with commercial organizations,
stimulated the movement. Laboratory
porcelain before the war came exclu-
sively from Germany, and experiments
on new products had to lair; until the
bureau suggested a formula for mak¬
ing the material in this country. More¬
over, German clays had for many years
been used in factory cruciblcs, and the
government ageney rendered a wide
service in proving by actual testing
that American clay would do equally
\rVll. On Austria-Hungary, too, Amer¬
ica loii£ relied for important commod¬
ities. Until thc war satisfactory ar-

tiiicial razor hones zvere made only in
the land of the Hapsburgs. The sci-!
i ntists in thc employ of thc govern¬
ment showed that they could be made
equally well in America,
The Bureau of Standards, seek inc; to

aid industry and not to compete with
it, never manufiictures articles for
commercial use after discovering new

processes. Its usual practice, accord¬
ing to Dr. Stratton, is to go to one sub¬
stantial concern in the industry af-
fected and attempt to interest it in the
innovation. If the first enterprise ap-
proached fails to respond favorably,
another receives an offer of the new

formula.

Information
For the Askiii';;
Although in cases of-this kind the

bureau finds it more fruitful of results
to deal with a single producer instead
of with every unit of the industry, its
poliey, Dr. Stratton pointed out. is to
make the information and complete
data available to any other firm or cor¬

poration which on its own initiative
seeks it.
Moreover, if a private enterprise

faces a dilemma and is in need of scieYi-
tific help, tlze bureau is ready to offer
its services and to tackle a special
problem that may bc of interest only to
the inquiring concern.

But the main business of the bureau,
in this phase of its activity, is to ex¬

periment zvith general problems that
affect particular lines of industry as
a whole. Its chief interest is not to
iftzprove a given product of a single
business, but to devise better and more
cxact methods of conducting the gen¬
eral processes of manufacturing. It
de.-ires to aseertain ways of elimin-
ating waste, of shortening the steps in
producing an article, in setting new in¬
dustrial standards and determining the
comparative values" of materials and
their capacity for performance.
"What things can your bureau do

better than the facilities of private
corporations and wherein is its prov¬
ince unique?" Dr. Stratton was asked.

Broud Scope
Of Bureau'H Work
"Our njiniature mills, which soon,

wc hope, will represent all the basic
industries of the country," the direc¬
tor replied, "are designed exclusj^ely
for experiment, They ure npproxi-
rnnlely one-fourth the size of regular
commercial mills, nnd requjre consider-
nbly l«ss labor nnd materiul in Ihcii
operation. All tbe variables and non-
essentials haVS been reduced. The re-

suit is that tests can be made very
much cheaper than in ordinary fac¬
tories, where much more power, human
labor and raw materials have to be
used fcn obtain the same results.
"Moreover, private lahoratories in

large factories have a more specialized
interest 'than we. They usually work
on particular problems which are im¬
mediately reiated to present demands
of the factory with which they are as-

sociated. We are interested in the
physics and chemistry of industry. and
experiment freely in every direction.
Prirnarily, we are able in our small
mill* to discovcr general tendencies;
then our scientific workers, in co¬

operation with industries. often go out
into real factories and specifically ap-
I ly their new knowledge and make it
practical."
The bureau extends a general invita-

tion to industrial men to send their
problems or their representatives to

Washington and to take fui; advantage
of the experimental factories. On the
other hand. tlie bureau offers to send
its scientific specialists to factories
anywhere in tlie coun-try to bring their
knowledge and their methods to aid in
the solution of knotty problems.

Serviee Based
On Give aml Take

In explaining this serviee, Dr, Strat-
ton, who speaks in the measured terms
of a scientist, said:

"in otforing this serviee to industry.
we have no illusions about our ability.
It is a matter of give and take. We
learn as much as we teach. We do not
presume to think that we can send our

scientific men into strange industries
and presto- tell men who have been'
devoting their lives to them how to
revolutionize their methods and obtain
far better results. We aim, in visiting
factories, to have an experimental at¬
titude, and to combine our knowledge.
of the physics and chemistry of the
industry with the grasp of the practi¬
cal men on the established technique.

"Often, we nre able, because of our

fresh apprqach, to point out that the
customary system is wasteful and iu-
efneient and roundabout, and to make
constrtictive suggestions for changes,"
When the bureau gets an S O S

call from the whirring realm of in¬
dustry ii classifies the inqdiry, ac¬

cording to the scientific problem in-
volved, rather than according to its
conventional trade name. After the
purely scientific side of the conun-
drum of commerce has been considercd
the inquiry is often passed on to one
of the mills,
The textile mill, which is just being

installed, is understood to he practi-
cally thc only thing of its kind in the
world. Though far less than half the
size of a regular factory, its propor-
tions are the same. The first problem
which will go through the grist, if suc-

cessfully solved, may lead to a

changeil attitude toward gua.ranteed
pure standards of goods. The workers
in this part of the bureau feel that the
reason that all the efforts thus far
through many yoars to get Congress
to enact a law which would enable the
government to guarantee the products
of industry is the lack of a rational
basis for determinirig the standards
of goods.particulnrlj textiles. liere-
tofore, the perennial question in con¬

nection with woollen textiles has been,
Do they contain shoddy? The govern¬
ment investigators purpose to grado
fabrics on tlie basis of their capacity1
to wear well. They will seek to know
not so much what the component
parts of the goods are, but rather what
its performance value is,
A stumbling block up to the present

has been ihe difficulty of identifying
shoddy in cloth. The new idea iu the
government laboratory is to be in-
different to the question as to whether
there is shoddy in the fabric or not.

Testing
The Sole.
The next addition to the aggregation

of mills will be a paint mill and then
one for the making of lubricating oils.
The process of development, Dr. Strat-
ton expects, will continue until every
fundamental industry is represented.
The cement mill, which has been sit-
uated at the Pittsburgh branch of theI
bureau. will be moved to the capital.!
The rubber and paper mills are

' al-jready well Established.
During tiie war. apparatus in the

rubber mill was used to test the wear¬
ing power of soles for shoes- an emi-
nently practical question. A company1
of soldiers was added to the experi-
mental material and the results of the
tests on their feet were correlated
with those obtained in the laboratory.
The army men were supplied with shoes
for the study one foot received a
shoe of leather and the other one of,
leather compound. The results of the
human experiment were strikingly
similar to those attained by the me¬
chanical "feet" in the laboratory. The
directors of the mill concluded that
co'mposition leather wears almost as
well as good leather and better than
poor. Th| chief defect revealed was!
that the composition leather frequentlybroke when the soldiers stepped on
stones or tough sticks. The composi-
tion leather used was a by-product of
tire making. The trimmings and othor
waste of the tires were combined with
cotton. other fibrous material and
some ground leather.

The rubber mill also see'med to vcri-
fy the conclusions of some of the tire
m.akers that. glue compounds could be
used to increase the strength of the
rubber and make its manufacture
h aper, particularly in the case of

inner tubes. This new information.
not original in the bureau, is being
commercially used.
One of the chief objectives at pres-!

ent of the paper mii! is to show by
laboratory results that used paper caii
be satisfactorily rcmado for a second;
use. The made-over paper is used by
the Butcau of Standards for stationery
und for .vrapping bundles.

lu the Bureau of Standards the
problems of pure science and those
of practical industry meet. The most
delicatfl !t:ts of ti,.- thickness of al
thread of tungsten go on side by side'
with exporimonts in the cfarability of!
a coarsc (ire hose. I

Rapid Growth of Our National Banks

Thc above chart -shows thc increase in the loans and disconnts of lhe
banks operating umfar a Federal charler from 1900 to .1918, as disclosed
by thc official statistics of the Controller of the Currencv.

Econoniist Predicts Great Rise in Price of Farm Lands
andTremendous Boom in Improved Urban Propertv,
bul IJelieves There Is Little Early Prospect lor Bi«
Speculation in Citv Lots.Moriiiji" After of Inflation

Article VI.The Prospect for Real Estate
[Note..-This is the sixth of (t,

series of articles in. which Profetmor'.
Davenport outlines his views of ihe
future of farm lands (md urban.
property and of thc aftermath of in-l
flution. Thc sevcnth article will be\
prevented next Sunday..Financial
Editor.}

By II. J. Davenport
Professor of Economics in Cornell

University
1 HE preceding analysis ol' pro-

spective interest rates ancl se-

curity jirices has assunzed nu

nzarked long-time movement as taking
place in ptices. either upward pr
downward. Neither Lrend is to bc de-
sired. Good money is stable money.
money in which general prices are:

practically constant. It i.i doubtlcss
possible.though not quite probable-
that this rssumptioni of stability zviil
be jtfstified by the facts. as national!
and international monetary policies
shall determine them. The situation,
at any rate, is bad enough as it is,,
the prospective disturbances sufficicnt-
ly serious. We are in face of no end
of perplexities, as also we have to look
forward to ni: end of disturbances and
injustices at thc resuit of our past
crrors of inflation. Further errors in
tlze same direction will merely pile
up further the wrongs and the per¬
plexities. The v.-i.^e poliey is always to
abide by whatever level of prices has
been reached.

I all Is More
Likely Than Rise

But still the possibility has to be
i'aced, on lhe ono hand of a period of
rtill further rising prices; on the olhcr
liur.d, of a newly beginning fail of
prices. Of the two, both bad, I should
incline, 1 repcat, to prefer the rise. I
think it, however, in thc long run, less
likely than the fail, not because of
American situation and policies, but
rather of foreign influeiices. 1 expect,
indeed, that after the period of read-
justment is over, thcrc will bc a fur-i
ther temporary period of rismg prices
in America, due to the special condi-
tions and vagaries of American finance,
and that this rise wil! shortly bc foi-:
lowed- and more than oft'set.by a re-

verse, a failing trend in the level of
prices, due to the dominating effect. of
the attempt in Europe to get back to
something like the pre-war level of
prices through the reestablishment of
redemption in gold.

If such tiini's out to be the European
poliey, the situation might be ap-
preciably mitigated by the adoption of
international bi-metallism. But 1 'lo
not expect this. For tiie first time,
however, since bi-metallism "has been a

serious practical issue, it zviil present
a tenable case will promise some lit-
tie balance of good rather than much
evil. Heretcfore it must have worked
merely to accentuate tlze already ris¬
ing trend of prices. It may nozv come;
tc. scrve in some measure as tnitigating
an equally undesirable fail in general
prices.

What Further
Inflation Would Mean

Assuine nozv- under no matter what
cietermining influeiices--a further in-,
flation of bank credit and a continued
extension of deposit currencv. There'
will resuit:

1. A further rise in general prices.
Further injustices to the earller credit

clais, and a new!> maturine group ol' in¬
justices to all later classes nf credltors.
Each issue of now bonds, with iu attend-
ant price inflation, is in turn a wrong to
each earlier class of Bubscrlbers. It is
one way, un easy and simple aa it is un-
fuii-, of working a partial cancellation of
Ki'vi rnment obligations. Fortumztely, thebanks, as the chief fnalefactors, will hc
among the chief lufferera. Their net asaet ,

me iii dollars, not iii goods. Therefore de-presi.ion hits thi-nz hurd. Against 'this
harm the temporary gains from an in¬
creasing volume of business are only a
rninor olTset.

7. A prolonp-ation of the period of low
real waiea and of high profit margins
bizrh dividends fur a time. even risingprofits and rising dividends und risingstoi k quotatlon -.

I. A Iren.l toward rising rates of jn.
We,l in part because high gair.s siiniu-
ial< the borrowinfc deniund. in part bc-

cause there is an increasing pressure on
bank reserves through expanding deposit
liabilities.

Chedks to |
Further Expansion

But this process of inflation must
stop somewhere, either

(a) By ihe ultimate disercditing»or tlie
ine.li.-a nl' exchange or,

(b) By a criais precipitated by ihe I'alX
ing values ol' securities as costs are gain-
inac on selling prices and margins are

narrowing ca-.
c By rising interest rates working

inevitably, together with falling margins,
to compel an overdrastic and overrapid
scaling down in the capitalized values of
securities and properties or,

Id) By hank reserves becoming mor-

stretehed through expanding deposit lia¬
bilities or by the gold exportations nmse-
quent on inflated prices with a resulttng
contraction and liquidation of credit, nnd
theiewith tlie high interest rates and the
property revaluationsf characteristic of
panica and crises.

Meanwhile, however, some further
aspects of rising prices must be cx-
amined. Whal are the prospects of
real estate values '.'
Even under tlie ordinary conditions

of rising prices, real estate values are
the last to respond to the forces mak¬
ing for general advance. It is for this
reason that real estate hooms are
likely to occur as the final phase ir,
the business cycle. Ushering in the
process of liquidation or collapse, they
are easily int erpreted, but commonly
wrongly interpreted, as chief among
tlie determining influences. They are

merely l.he tardy symptoms of general
causes. The explanation for this tar-
diness of response may not he clear;
but probably it is due to the fact that
the speculativc real estate market is
unorganized, haphazard, and relatively
unintelligent.
Real Estate
Lags Behind

With farm propcrties the peopre
direclly interested are unspeculative
in temper, narrow visioned and non-
venturesome. Farm gains run high for
a considerable period before rents rise;
and rents may have been high for a
considerable period before prices re¬
spond. The farnjer is so schooled to
good and bad years that he fails t.>
clistiriguish good crops from good
prices for his crops. and especially
prices on particular crops from gen¬
eral prices on all. In any case, farm
property prices lag behind general
prices and security prices; and once
the advance sets in are likely to con¬
tinue in rise until a general reaction
declares itself.

Especially does this analysis hold for
war times. Agr'icultural products have
ruled high and, in the West especially.agriculturar4 margins have been wide'
But the market for farm properties has
nol been active; nor is there yet anynoticeable change in selling prices.

It is certain then that the prices of
land wilf shortly advance, in general
conformity with the other prices that
have already advanced. Farm protits,war-time protits. will shortly be dis-
appearing. But despite this, and with¬
out any further inflation, ngriculturallands are soon to advance.
The trend with urban property is n

more complicated question. Buildinghas been practically suspended for
four years. House rents have not risen
with other prices, excepting in the war
¦ ndustr.es centres. aud not greatly
even there. The .shift of men into the
camps and the armies has cut into the
demand for houses. The wives andchildren have been visiting with theold folks.

Outlook for
Vacant Lots

But this demand is now to ))(, rein.stnted. The country is four years be¬hind in its normal increase in build¬
ing. Rents are almost certain to go
"P. And they will go up until, side
by side with the larger building costshouses come to he an atlractive in-
vestment. Houses therefore are goingto sell at a very marked advance over'
the prices of four years ago. as well
as over their present prices. Improved
property should be a good purchase.New houses are going to cost high,

and for a time -until rents have gone
up greatly will have a prohibitive
cost.

What, then. about vacant lots and
urban speculative land movements? It.
:-' obvious that the outlook in the im¬
mediate prospect is not so bright. Inz-
provements will advance much earlier
and much more rapidly than ground
values. It is only new building that
furnishes the demand for more lots.
It i.s only when rents have advanced
enough and improvements have ac-

quired prices high enough for new

buildings to pay that tlze urban mar¬

ket for vacant property can become
active. Lumber and iron have a long
way to fail a far longer zvay than
with lhe European demand aid thc do¬
mestic shiping demand and the price
control of the steel trust they are

likely to fal! run! rents and houses
have a long way to rise before new

buildings can become an attractive in¬
vestment.

A Boom Sure
Sooner or Later

Any considcrable movement in va¬

cant lots, and especially any marked
special activity in vacant city prop¬
erty, is relatively remote. ll zviil come.

Prices will some day adjust into har-
mony zvith one another. People zviil
have to have houses to live in and land
for the houses to.stand on. But this
thing will move slowly. High lots de-
press the building demand. High
buildings depress the lot demand.

If prices fail sharply and greatly
the stock brokers demand from spec-
ulators that they make good their
margins, as also, commonly, that thev
put up wider margins. The brokers
sell if the margins are not. forthcom-
ing, This further depresses the mar¬

ket. Holders release some of their
stocks to protect others. A still fur¬
ther fail. The banks further press the
brokers; the brokers further press
their clients. .More fail .still. A great
pressure sets m from needy customers
for bank accommodations in order to
avoid forced sales. Interest rates go
up. Being capitalized under higher
interest rates, the securities and prop-

terties fail still further. Falling
prices, cutting into margins, have
now ended in financial panic, Wholc-
salers find their credit lines cut down;
manufacturers cannot get the funds
to maintain their production. and
could not sell their products if they
could get the funds. The retailer
must reduce his stocks if he cannot
get credit. He musl restrict his sales
to such of his patronage as require to
be carried.

\^i hen Business
Goes on a Spree

These are the penalties of prices that
fail too sharply and too far. Financial
stress develops easily into industrial
stagnatlon something more serious
than mere linancial stress or even

mere insolvency. If the banks cannot
collect from their debtors as fast as

they are pressed by their demand
creditors, bank suspension and bank
liquidation add to the disaster. And
if the liquidation is conzplicated by the
fact that it follozvs a period of infla¬
tion. a time of expanded business
margins and of abnormally high se¬

curity prices the trough of the wave

yawns deeper as the crest has been
high. The evils of inflated prices ex-

aggerate the evils of deflation prices.
It is dangerous to .tampor zvith the
hervous system of the industrial or¬

ganization.
As with the human, so zvith the in¬

dustrial body, nervous exhaustion is
the worst of diseases. Riot and re-

pentance have ench its evils; nnd each
is incitenzeirt to the,' execsses of thc
other. Stability of prices is business
nnd industrial tenipeixince; inflation
is n spree; deflation is the headache
and lassitude of the morning after.
At thc extreme there is always delir-
ium tremens waiting,

But, after all. this parallel i.s not
complete. In delirium lhe snakes that
one sees are liction-, of lhe imaginu-
tion. In crises thc;; ure real together
with all manner of other unclcunness.

Invested Capital as Defined
Under New Income Taxation

Important Changes in Methods of Computation Af.
fecting Business Men, Insurance Companies and
Bankiiiii Institutions Are Pointed Out by Expert

By Morris F. Frey
Tax Consultant of the Guaranty

Trust Company, of Xew York
TlfR new revenue bill, with a few

changes. bases the computation
of invested capital on the feame

principles as those laid down in the
act of .1017. The bill expressly places
the computation upoti the basis of the
oa.-h or other property put into the
business. plus the earned surplus and
(individed profits, exclusive of earnings
for the current taxable year, and not
upon that of th" present valuation or

apprais'al of its assets. Borrowed
money or property. whether repre¬
sented by bonds. notes, open accounts
or otherwise, X specifically excluded.
ln determining invested capital. a cor¬

poration shall add t igether its paid-in
capital aud its paid-in or earned sur-

plus and undivided profits as show--: by
the books of the corporation at the
beginning of the taxable year. Ad-
justments must then be made as pro¬
vided in the law. If property has been
paid in for stock at a value substan-
tially in excess of the par value of the
stock the difference between the par
value of the stock and tho actual value
of such property may be included in
tiie paid-in surplus of the corporation.
The regulations of the Treasury De¬
partment for 1917 provide thal evi¬
dence tending to support a claim for
paid-in surplus, under thc above cir-
cumstances, musr be as of the date
of conveyance, and may consist, among
other things. of tl) appraisal of tbe
property by disinterested authorities,
i2i the assessed value in the case of
real estate. and (3) the market price
in excess of the par value of stock or
shares.

What "Intangible
Property" Means

Intangible property, as used ;u con-j
nection with invested capital, includes
pacents, copyrights, secrel processes and
formulse, good will, trade marks. trade
brands, franchises and other like
property. Such property, when paid in
for stock or shares of a corporation,
may he included in invested capital
only to the exl pecifically provided.'

The Senate bill provides that intan¬
gible property paid ia for stock or

shares of a corporation prior to March
3, 1917, may he included in invested
capital at a value not m excess of the
lowest of thi following values:

'ai Actual cash value of property
when paid in;

(bl Par value of stock isucd there-
for; or

(c) In the aggregate, 30 per centof
ihe par value of the Jtock of the cor¬

poration outstanding aa March 3. 1917.
If intangible property wns paid iu

for ;tock aa or after March 3. 1917,
tl.e value denoted under a- above
should be 30 per cent in the aggregate
of the par value of the stock of the cor¬

poration outstanding at the beginning
of the taxable year for which return is
made. la the bill as it passed the
House intangible property other than
patents and copyrights, paid in for
stock subsequent to March. 3, XX 7. may
not be included in invested capital.
Under the regulations for 1917 eor-

poratfbns were roquired to make cer¬

tain adjustments of their surphas and
undivided profits accounts. Where
through failure ;<> provide for deple-
tion. depreciation. obsolescence or

other expenses or losses, 0r where for
any other cause or reason the books
of account of the taxpaper do not
show the true paid-in or earned
surplus and undivided profits, such.
adjustments are required to be
made in tho computation f invested
capital as are necessary to arrive at a

stati ment of the correct amount of
invested capital. These adjustments
cover additior.s to surplus due to capi¬
tal expenditures which have been
charged to current expenses. as well
as deductions for depreciation, obso-
lescence or other lossei or expensi -.

Assets Not Included
In Invested Capital

Stocks, bonds or other obligations
other tKan obligations or th.;' United

States), the income from which is not

subject to income tax to the corpora¬
tion, are termcd "inadmissible assets"
and the invested capital. as determinedfrom the capital and surpius ufte
making adjustments 0f in_
tangible property, etc., which b.avebeen described above, must be reduced
or further adjustmei iiorcfor
as provided in the bill. Different metfc.
oiis are provided for rhe treatment of
inadmissible assets under the Senate
bill. The general rule :>. lhat
the uzvesr,.; capital shall be reJuced
by an amount thei :i,;0 pcr_
centage which the amount of inadmis.
sible assets is of the total amount of

e imissible and ii ,. B88etj
of the corporation ci zaxabl©
yi ar. This method oi ,. (icduc_
tiop for ina ,10t
liberal as that prescr regola-
tions of the Treasury 1' partment for
1917. The regulations ror last year
provided that deduc .{:> ^
(made on account of admis ble assets'
only where the admissible assets zvere
less than the amount of the invested
capital as computed in accordance with
the regulations. In such case the in¬
vested capital zvas required to be re¬
duced oniy to an amounl equal to thc
sum of the admissible assets.
Income From
"'Inadmissible Assets"

Dealers in securities, insuraace com¬
panies, banks, banking associattons,
loan and trust compa have the
privilege under the Senate bill of
electing to include ,. au
income derived from inadn as¬
sets, in which case no deduction shall
be made from invested capital on ac¬
count of such assets. Whether or not
the ferporation <lc^:i advan-
tage oT this p'rivilegi -ion is
dependent upon the ratio of ita inad¬
missible assets to ii ets. If
the income from its inadmissil l< assets
is in excess of 10 pei ic por¬
tion of the invested capital wl icl such
corporation would be required to de
duct from its totu! invested capital, as
above stated. it will be to the ailvan-
tage of thc corporation nol to ct to
include such income in taxable
but to compute its invested capital by
making the proportionate di
prov cied for. If, however. the
the inadmissible assef total
assets is high it will be to
tage of the corporation to in¬
ci ude all income from ii
sets in invested cap:'. I
rule, however, can b
the assets of a corporatioi
admissible asset s the tax

computed by both nv

turn is made. in oi

ascerl a in w hicl
of 1

once made by a coi

follov.
sion to change
missioner of Int

If part of the income of tl e corpora¬
tion consists of pro from
thi sale or dispi

s ible assets wh icl :¦* ;ir t<>

come from a "

be included as ad Simi-
eatment shall be made of inad-

p issible assets where no ded rtion is
permitted of interest on

incurred in tlie purchase or continued
to carry such obligar

Valuation in Case
Of Reorganization

In the case of the reorganization,
consolidation or change of own
of the trade or business afti r Ja
I, 1911, the invested ca;
predecessor's business for the pre-war
period shall be deeme
vested capital for su

corporation now engaged in the busi¬
ness. In the case of Btion,
consolidation or change of ownership
cf the business, or of
cwnership of proper-¦
l'.' 17, if 50 per cent or n

terest or control th.-
'¦
e same persons, ': a

fcrred shall not he allov
vclue in determin n

tal than would have beei
der the previous owner.-

S i g n i f i c a n t Relations
Money and Prices:

\ -.

Stock of money gold in the country.. $3,030,510,011
\>v l.miR./Loans of all national banks. $10,097,000,000

Their surplus reserves. 69,000,000
Hills discounted and bought by Fed¬

eral Reserve Banks. $2,046,572X00
Federal i.eserve notes in circulation.. 2.466,556.000
Total gold reserve..'.... 2.101,317.000

*"« a.. l-r,-.;,
Average price of fifty stocks. 77.24 74.40
Average price t)f twenty-live bonds. 87.34 87.29
Food cost of living (Annalist index !r

number) .299.142 297.503
General commodity price level (Dun's

index number). 23&146 230.375
Produrtion:

Unfllled U. S. steel orders, tons.7,379,152 8,1*24,663
Fig iron (daily average). tons. 110.762. 11 Xc'C2

i_ i. 191S i. -.

v, neat crop. busnels. g-)7 440 qqq
Oat crop, bushcls.][\ 1.538,359 000
Corn crop. bushcls. 2,582,814 000
Cotton, bales. 11700,000

;¦ 1. .1 or deci >

I >i. t ai i n'l X111 . ,
* ! - ) .'¦.¦¦¦>¦1 a-- \, , j,.. j t0

., ., . 111 .luniinrrGross railroad earnings. 1 1,2»

18.5°
011 . l,n «a.-,la n

IJank clearings. ig 40
General;

Art ive cotton splndles.33.652,612 33^121*607Commercial failures (Dun's):
.Nl7,;:;r . '""^3 SotlX>'.''"b'I'lies .$12,249,483 $13,815,166Uuildng permits (Bradstrect's):<154 rfM*) . ..:... $17;367.60T

-*£


